
DOCKET FILE COpy ORlGINAL

EX lARD

1850 M Street, Nlv, Suite 1100
Washington, DC 20036
Telephone: (202) 828-7452
Fax: (202) 822-8999

FEDERAL COMMUNICATIONS COMMISSION
OffiCE OF SECRETARY

EX PARTE OR LATE F\LED

RECEI\fED

rSEP,26 '996
Warren D. Hannah
Director - Federal Regulatory Relations
Local Telecommunications Division

.sPrint

September 26, 1996

Mr. WIDiua F. Caton
AcUna Secretary
Fedeal COl1llllUDicatiou Commission
1919 M Street, N.W. Room 222
Wubinston, D.C. 20554

RE: ID the Matter ofFederaJ-State Joint Board on Universal Service
CC Docket No. 96-45

Dear Mr. Caton:

Today, repreMDtatives ofSprint Corporation met with Ms. Kathy Levitz aDd Mr. Tim
PeterlOll, oftile Common Carrier Bureau, to discuu Sprint's position in the above referenced
docket. Attached is the handout used in the discussion.

Representing Sprint Corporation were: Jay Keithley, Dick Juhnke, and fun Sichter. We
request that this information be made a part of the record in this matter. Two copies ofthis
letter, in accordance with Section 1.1206(a)(I), are provided for this purpose. Ifyou have any
questions, please feel fi'ee to call.

Sincerely,

Warren D. Hannah

cc: Kathy Levitz
Tim Peterson

No. of Copies rec'd 0 d--Z-­
UstABCDE
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Cost-Based
Local Rates

Erosion'of'Intemal Subsidies

'Cost-Based
Interconnection'

Local
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ACCESS REFORM AND
UNIVERSAL SERVICE

. . .

• Unsustainability ofintern~c(finpli,cjtJ;~'1;>sjli"'
• • • _ .' , : • ','.. ~ , "~., • . ' .: • , :1' • .. ., ,.., .~ • I

• Impact of Access Reform
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• Are unsustainable

k \,:~:.:~:'
- Neither explicit nortargeted,':t;..;)?~

, , , ,',,,' , . {.::;}>':~~

, - ArtifiejaIly low rates (fdr the subsidized serVices)' ate a'·bq~~';;~"'"''

competitive en1;rY , ' ',' ' .':::,';~§~:~:;\~"
••• . ",. ' .,." ",:," .,:)·;':,':~.'~;.~:';ll~%~{::;{~

- ArtifiCIally h;.gb rates (for the ServIces proVIding the SUbSldy)~.~~.'·''':;~,~gJf:}:':'' .,:.,::",
• . ;" '.. .1. •.. ,:,':_.;.- .•

• • ....-•. -' .,,'J,

• Provide incorrect price signals to potentialentrants'

• Proble~ ,with Embedding "Subsidies" in LEe Prices

,', "':;"i!~:~~1

';,' . • . .' ·.,~~t;~}~I;~t .'
UNSUSTAINABILITY OF JNTERNAfA~¥fr:.~':~

~ , , ,: , ,' ',' ," ,~";~;0.~~i;,.~,~;;~~q'fi~'!:~;'
(IMPLICIT) SUBSIJ;JIES' '.' '. "', '·,.<!'c\,.$<'l""

.).~;::-~,,,,~ .. ;~.;:,~.~;~ :;:::t~rj'>,~~~ ..

Maintaining Universal ServIce Support tbroughirite4~_
, "cross subsidies" is Inconsistent withthe TelecOIliA6t,:):;Pi:;~:~';<

.'. ". .. .'; " '," \~;;t-f{;~~'7~~,:,~::,"

and is Incompati~lewith, and Unsustainable in, a ":,."',
Competitive Market Place ' " ';~'.'
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Unsustainability of Current Ix Access·' ..i."

R' · C' .. E·;'".. , ates ill ~. 01l1pe~ltlve .,):~vJI.ornp~n~,,~~;'>::~t<~<~~'~'~/~i.·ii;:;?~~
." .:. •••. - .'. ~.' •.... • ••.• • '.' ,'"' • ",0_' • .,>._,,-, .t~... ~'~':":"t

-. ,-. ~~rr~lepo~ 4~t ~,lf?9pr~~~s,~ciiili{;ei,i~ "
. LEes to·'pt6vi4e.:·uJ.1bUndled~.'ii{¢fi¥otk··ElemeBl~M.
to com~etitive~ECSatcost-?asedrates '"'tkti~~

· ~~.:rt::t~~)i~~~~..~.%~~s~;e~~~.~.Jhb.!.;.'~~t
an eleDlent under th~ eXiSting rate structuresexc~~:i
.the costs 'for that unbundled element .' ' .. '·~"i,:;·h;\.·'·;··:~:

• And, ultimately, un4ertninfug the cros$~subsidie~1~~:;t,:;·t;
'embedded:in existing ~ate structures." . '<':~;'~: ....::~f.tf

• New Entrants can UIitterririneAccessRati. ,. ." '. ." ..... '.' .,,". ..........> .•.;:.<-':~~.. .' ~·l

• Ifrate level too high (above ec01iomicco~l!t~~j1rllt'z
• If rate struc+'''~es m·effl·cl· nt ,... .'~ ··:;··:~:·::.:~:.:j:,r>:'
.' 1,U.l' . . e "to,: . ':~::.;~:,.?'.~~~ ."

• e..g., per MOifiecovery'• offixedor~''. S:;-i~.l~.I~~f. . .' '1iII".~., .. ~j\~"':!";ii:;
. . ;' . . ." .': r';~~~\~fJ)':~'costs ;.' .. '. .' ,. :to·.; .;:"~,~,JI}.j!:-,,. ... ':J.;'"

, 5 . \" ", '\'¥ J~~~:-Clt
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··~~-CCt~ .
perI,lne

·0.0$ $
3.5$ $ 0.64
4.5% $!.~.13

4.7% $ ,5.2S
25.8% '$ U.52
18.4% $ 28.64 .
19.0$ $ 63.21
~ $ 263.53

7.77 ." . . '

·M#~~it;t

0.0$ $
3.1$ $ 0.88
6.2$ $, 3.00
7.4$ $ 4.90

45.5$ $ 10.38
25.2$ $ 23.79
10.9$ $ 46.33
~ $ 147.94

100.0$' $ 7.59

\1,

., \

-,

.CCLReveDUe'
anter & Intra)

6

2.5% $
27.2$ $ 673,485
15.7% $ 1.326,621
U.s% -$ 1,591,209
33.3% $ 9,753,185
8.0$ $ 5,399,290
1.8% $ 2,335,IQ3
0.1% $ 348,841 '

100.0% $'.' 21,427~675 ,

',.

10,447
767,815
442,665
324,892
939,235
226,949
'50,405

2,358
, '

2;824,766

Resldeata1
o

0-100'.
100-200
2QO,.300

300-1000
1000-2000
2()()().SOOO

5000+

TOTAL

•USaF
SgemeutMQlllMonth

:~i.".:. ,~': ':i::d~~':::"'f:~;~:'

..· .. .l,t~~;~,~i\.,
Carner Common LIne RevenueS"'~i~';~~';"

Disaggregated by Customer"l.J,"s,JI:~~~~;~~1

BJWIness
o 193.955' ·14.3%$

" o-ioo 567,692 42.~ '$ 363,886
100-200 152,528 11.3% .$. 477,805
200-300 94,035,,7.0% $ 49~,989

300-1000 235,348 '17.4% $ 2,710,393
1000-2000 67,702 5.0% $ 1,938,895
2()()().SOOO 31,536 2.3% ,$ " 1,993,250

5000+ 9,617 0;7% "$ . 2,534,321
--.... '., . .

TOTAL 1,352,413 100.0% $ 10,512,539 100.0% $ ,
Note: Basedon NoverrtJer 1995billing rtJCOIds for United &GentelFlorida, eTc!TGentelofNorth CaroOna,

Ohio, Un/led& CsnteJ Tass, ImlJQlsandMissouri
\,

."\



.'
:'.

'; .7:!~~:~:> ~.~.

"?;':"

,,':

~.~,. .
ij::;i.

:":,1),"

~.\

~if2'~~!,"

"':~~~~i!

%of
.DlJal

"~....

"

'. ,\,'

Local Switching
ant«& Inlla)

7

%of ,,'
.DlJal

Access
IJnes

l~ ~

0 70.447 2.5% $ - 0.0% $
0-100 767.815 27:2% $ 316,4~ 2.~ $ 0.41

100-200 442,665 . 15.7% $ 642,2SQ 5.~ $ 1.45
,200-300 324.892 11.5% $ 782,421 7.1% $ 2.41
300-1000 939,235 33.3%$ 4947.455 45.1% $ 5:n
1000-2000 ~949 8.0% $ 2,839,538 25.~ $ 12.51
2000-5000 . , ' 50.405 1.8% $ 1,268,355 11.6% $ 25.16

SOOO+ 2,358 0.1% $ 182,012 1.7% $ .77.19-, .

'IOTAL 2,824.7~ , ' 100.0% $ 10.978,451' '100.0%· $ '3.89
, .,-:'

BusfDess
0 193.955 ' 14.3% $ -, 0.0%'$ , ....,.

0-100 567.692 42.0% $ 164.100 3.4% $ ~O.29

100-200 152,528 11.3% $ 222.116, 4.6~ $ :,1.46
~. 94~035 7.0tJ, $. 232.429· 4.8~.$, ,,2:.47

300;.1000 2350348 17.4% $' 1.292.<)99 26.~':$ 5.49
1000-2000 ·67.7fYi. 5.0%" $' 91?,511- 19.1~ $. 1 13.58[.

2000-5000 31.536 ::'2.3% $ . 898,966 18.7% .$ . '28.51
SOOO+ 9,617 . 0.7~ ,$ 1,075.65S 224%$ . 111.85

10TAL I,3S2.413 100.0% $ 4.8OS~76 100.0%' $ , 3.5S

ResideDtaJ

~.
SoiJnentMOUlMontb

. ,

-rJ1ffer811C8 bstw8en currentBCC8SS tat8S and local t8tT1JlnatJon proxyof$.02IMou

Note: Bas8don November 1995bIIUng records for Un/t8d.·~ C8nte/ Florida, .CTYTGeri1e./ofNorth CaroOna, ,
Ohio, UnItKJ &C8nte/ Texas /mnols andMissouri '.

\
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XC'~:'t~l~
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.~
"'"':-"';'"

. . -:' .~; ;","" ,,,,,~, ":"i<::
"'/:"~: ;. ':;~,::"r

O.OC' $
2.6% $ 0.24
5.5% $ 0.88
6.9% $ '1.so

45.2% $ ,3.40
26.4% ,$ 8.23
11.7% $ 16.43

1.6% ' $ 48.58 '
100.0% $ 2.50

'0.0% $' ~

32% $ ~17
4.5% $ ," 0.86
4.7% $ 1.48

26.7tJi, $ 3.34
192% $ 'i 8.3S
19.0% $ . 17.T!
''12.7% $ : 69A3

loo.O'J, $ 2.18

%of

.Inml

,I.,

94,732
131,072
139,lSi
787,014
56S,253
S6Q,256
667,7C17

7,069,227

2.945,186

185,229.71
391,464.89
488,814.88

3,194,457.44
1,866.694.63

828,0,11.64
114,554.23

. RIC
(Inter & Intra)

8

%of '.'
Ig1aJ.

Access
Lines

ResideDI81
0 70,447 2.5% $:

0-100 767,815 27:1.% $
1()()"200 442.665 ' 15.7% $
200-300 324,892 11.5% $
3()().1000 939,235 33.3% $
1000-2(100 226,949 8.0'J, "$
2000-5000 " '50,405 1.8% $

SOOO+ ';358 "0.1% $
TOTAL 2.8Z4,7~ "~OO%"

B1isiDtss ' ... '"

'0' 193,955. 14.3% $ ,
0-100 "567,692 42.0% $

100-200 152.528 11.3% $'
200-300 94,035 7.0% $,
3()().1000 235,348 17.4% $
1000-2000 67,7(1]; 5.0% $
2000-5000 31,536 . 2.3% $

5000+' 9,617 " 0.7%' ~
TOTAL 1,352,413 100.0% $

Usage
tMOU/MontbSemen

Disaggregated_ by Custot;nerl.!l]~a.iF-,'
.. ;. '. . .. :":' .' ;·\·l~,:~:;:" .... :.:-: .,.

Note: Bas8don November 1995bOling records for'U~ittfd &'Csntel FIorIcia, CT&TCsntelofNorth caroDna,
Ohio, Unltsd &Csntsl Texas, ImnolsandMissouri
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Note: Basedem November 1995bnnng reCords fot.UiJ/t.ed &CentelFIodda, OT&TCentelofNorth caroOna, , '~'" ,'"
Ohfp, United&Gentsl TexaS, Imno/s andMissoud ," ;, ":'~"" ,/:(.::;:.,

9 '\. .~:~~

i,

~.~ .~

...~ .. '

.).

"..... ;.,:

.: .

..:.....

~\ )~~f~f{~~i

%of
Total

0.0% $
3.a..$ 1.53
6.K $ 5.33
7.3" $8.81

45.3% $ , 19.QS
25.6" $ 44.53
11.2%, $ 8792
1.6% .$ , 273.71 '

100.0% ,$ 13.97

0.0% $
3.4% $ 1.10
4.6~$, 5.45
4.7% '$ 9.20
26.2~ $, ' 20.35
18.7" ~ , ".50.51' "
18.~ $' 109.48
23.4%, $ 444.80

100.0% $ .' ' 13.50

Acx:ess Subsidy
'. (Inter & Intni)

%0£.
Total

14.3% $
42.0% $ 6'J2,717
11.3% $ 830,993
7.0% S.0' 865,571

17.4% $ 4,790,106
, 5.0% $ 3,423,659
: '2.3% $ 3,452,473

0.7% ~ 4).77,683
100.0% $ 18,263,202

2.5% $ .
27.2% $ 1,175,135
15.7% $, 2,360,3~

n.5% $, ~5

33.3% $ 17,895,f1J7
8.~ $ 10,105,463
1.8% $ 4~31,469

~ $ , 645,408
,100.0% $ 39,475,354

~

IJnes

....

70,447
767,815
442,66S'
324,892
939,235
~9
,50,405

2,358

193,955
567,692
152,528
94,035

235,348­
67,7C1l
31,536
9,617

2,8~~7~

1,352,413

Total Access Subsidy
Disaggregated .

Usage
8egiDeDt

Resideotal

o
().lOO

100-200
200-300
3O().1000
10Q0..2000
200().SOOO

SOOO+
'IUl'AL

BusJue$s

o
().lOO

lQO..200
2QO,.300
300-1000
1000..2000
2OOO-SOOO

SOOO+
TOTAL

\

'\
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. ;./<" ::::.:.. ;:.\?\

'. ;f;.<:r{. ,)~<~i·!~f~~f~.f;.

$48.21

~r.

. \ \

$t~.oo
f'

10

I

$63.21

'Susiainability Example:'.
Carrier Common LineChat~~.}'

. . ."" \. ., ~ ..-~'. . "'>~":'::::'.~~ .. ~.

Business'
Customer

"

.'\

Recovery of NTS' Loop Costs thfotlgIi·.per:MO~':T'~'··:~~?~¥.;j7*i'~:l*!.:
. " . ~ .' ': . ····r~··r~\\:;~~1(

C.h'.arge ' . .' . . ·~:~,;~"'J:.·1ji.i.:?f.:tJ·:'
. ". . . '. .: ; ::';)"~~:';./::.~"

• .Results in '-Ugh users contributing well in excess of the .....,.>':':::',:.
costs of their loops ". \.,\.:.~.;:<."':

• 'Providing incentive for IXCs (or CLECs) to "cap",the :~,::···.:·::d:·i:'<"·
access costs of serving these customers by serving them.. ,.. ·.. '.i~:';~;·:;;:..:::,.

• _ " ." • ">!',f',,'t'" '.: .,,).~.'~ ",-,.• ,.:.

through 'eithernon~ILEC facilities .or resold ILECloops .. ·;:.:'::".;.i~~~iE.A.r·:··
. '. . " "'. " " ,'" "....,~. . "';/Jj:i

. CCLCRevenue' Unbundled Access Scwmgs ·to;:tri:;~·~ ~ .:~{~;/;':.
· ". .... '...' ." ..:.•.•..:~..,,<,..,

'GMeratedby'CUstomer. Loop Cost Net Beven1ie cain to:.-tJg
- Resi~n1ia1 .$46.33 $20.00 . $26.33

Customer
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Not.~;:'}~
incltidedf.~'~

··.,f·····)~j:~

Transpo~.
. .

..

\

. ~

...
11

Local
Switching

TB-LRIC*TE-LRIC* .
(.2c - .4c1MOU)

L0012

$.00834/MOU $.00991/MOU $.00250IMOU.·
. .

~ ~ . :.:' .:.:0" . ',.'

, . . ' ~~,,\ .. ::. ~:. . '..,' :t<

C ·· b IX A . .. .,..J:"~"'''' . ': .. ,' ','ompanson etwe:en ..ccess..ant~l/d:·.:: ··;.t4F~~;~~s:,?< .

L al I
· p.. .;,- .' \r: ... ,oc .. 'nterconnectlon . l1c1ng ... ,··:.·····4;;~~~¥j~:

. .. " ·,~"·:.£.:~;:·~;itr;;

~Per FCC 96-98 Order

,\

Local Interconnection. Nor'
-(Transport and included.. . )·Ift''''''''ltion .

,
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$1~8BTotal :..

$l.OB
Swi~
T " d,'~.,

Switched Access
Revenues at Local

~·'1~~
*CCLC jUiri'rinated" ,', ",~:"/f ,;~~

*RIC BJjmina~"'~, <;:f~~:~~;~~.~i.~l~;~~-t
*LOcal Switcbin "" ~".,,: ',i',,";-

prlcedat. ~U ·.,;i':~"i
'" .,... .'~:

\
~ ;

~. "

..

12

.... ..........--....---'-.... ..... , ..... ­, , , , --'It--------'I

, ­,

..........
..........

..........
..........-..... .......... -- .........

..... ­.....- -- .....- ,....,-..,.r----~...
- ........ ,',-...,."

~,

" B'-'..... J$.8.'-....
. ...." Local

: '" .----- -'.
- - - - - - - , - SwitclJiIIg---- ---'- -----

RIC
$2.8B

CCLC
$3.4:8

Switched
Transport

$t.OD

Local
Switching
'$4.0B

Revenue 'impact of Pricing IX Access
Local Interconne'ction Levels

(Industry Totals Intersta,te, Or.Uy). . '. . '. ."

$11.2B Total

Current Switched
Access Revenues

~\
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SPRINT UNIVERSAL SERVICE pufiv:.~~e~i;'{"~
, ", :~~¥~~~~:'.

• 'PrfuctPles '
. , -

• Services Eligible"for'Subsidies

• Funding

• .Administration of Funds

• Determination of Subsidy
" '. . '.

• Costing"$tiluMrd (
.' :. .:.,' "

.EIigibilityt~riteria for'Receivmg tIu~· S#~si~J[,
, ... " ,. . ..... y .;iM;.

• Implementation ~ , "
'. .~~

,
\
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.• Competitive :Neutrality
~ :Shoutd .Not Impair,'Co~petition

• Alt_~:~houtd contribute to:USF oil an eqlli'mble:,b~is '

.... Subsidy Funcnng.8houldbePortable
• 'A:V~ableto an·q~~~pI.{}viders 'of local seIYice '

': ,,- Specific: (Targeted):, '
•. Predictable

'.' . ..... .
, .

• Elitninate CurrentInterna1 (Unplicit) Subsidy·
Flows" 'as well as' replace :ExistingE.xplicit .'
Subsidy Funding , ,'.'

..
i \

\ ,
.

/.

, \\ .
. \'-Z\. , \', •• i.

t,

, I

\ '
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Single Party Service

. 15

- Local Dial Tone and Ability to Make Local Calls.

-' Acc~ss to'Chosen Long Distanc~Canier

Accessto"Emergency Services
. .:.,.

- TouchTone

- Annual Local Directory .'

Directory Assistance
.: .-:.'"

• Initial Service Defmition

.' .'. .... <:.:;.:~~}>}~~!J ..

.~\',;z+~jPi;iSPRINT PLAN . . ,.:..~~.)-~.
. '. .' . . ..Y?i. j~(.~i~:· ~_.::

. .' .' .. ' ··V·~·' .• · ".:~~'Y~.

SERVICE$lfLI(;l~~Jf1j()JJ§U!:lfil~
..-" '.~"- .'. '~.--.-"~- ..... "~'--;;m;~J

• ResidentialSerVIces Only . ' ':" ",)/.; '.

.'
.-. !.,..-_ •. ; ........



• High Costt\iea Subsidies'
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L-.c. lin 'Linku- dOh .E Ii -t S b"-d ....;:: ..:.:~~!/\.,
- lLe e~ p,an t er xp Cl U. SlX~~~~~

Mechamsms to Support Low Income. ,.' . ;:~~\)··~,·:;::·..·X·

S.ubscribers Would Continue ...

- Available to Sub~idizeBasic ResidentiaC;.· .3~i~1ti:
'., '. .' ..... ;.:~;~~,::;~~·;i~:t-,::-;~~~· ",

Service in Areas Where the Costs' of~ "...... ·.:·>t~~~~?~::~:\/.:·\~
. . ." . .''. . ',.; .~;;;:;;¥~.'" . I. •

Providing Service ExceedNational and ···S~~'"'
. . •. .'·'~'tt1(·~-:··· ',t' Ol

Standard' for "Affordable'·'·Rate·~r;·i:;·:<:-A~
.=Ar~~};:'

. .~~

. ·,}rr':~~fr;;!\~.;~

,SPRINTPLAN:
. .. . . . .

.DETERMINATION'OF SU1J.81.~,
. '.' .:\':<':::::;': .:.;~~.

,

• Income Related Subsidies

"
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.~ ~

• AdvantageS ofthe BCM .
'.' ..... . '. . ,.', .... ,'. . ..,~. ..'::,;,~~-':.-'

- n~oo on '.Qbjective, 'Vetifiable, I'ubIic'Da~"apdA~pted~~~~,c:.~~'
. . . '. . . . .. " ~~~:~_..~~.~.,.-_.

Net\yor~.lmgineering Standards . . '. .. . , ..,.' .),',S'fi·;~:.:;tf;;- .,-
,. .' .' ,.'.,. .. .;" .·,~-g-r;-j

o Cost Results not DistOrted by Historic AccoUnting and,'l)ep~
Dot:....;,es " . .' , .,<~t.<f~·.,~~,
CI ll".J.: ...::';'l·~·.···::i""~':""::~i •.

: ,':. . . "'. ".·':::f;'fl:;>fl
o Doe~ Not~~uire Arbi~ Alloca1io~ or Dis$agr~~~t>ns~';;~~::;:'l

Existing Investment to, Smallet'"Geogtaphic,UW-ts.. ·.,~i:~I1Y
. . . . ' .,:,':.~;:;t,\~~~:~~~::?:..

o Avoids Controversy Over whether Embedded Costs. Rep~~~p+,~~:;;~t0,
"Efficient" or '~~~fficient" Management '\~~?J?;

. . ' , ..'}~~t-!~~~~",".•..~.,....:.
. ' . ,'.,; "..'l~

.. . . ---.

•;, , .. ':,~:.<,' ..\:.

\1,' . ,:~~~~':~;j(!¥~:~~l

.:;;{~_ ...

Srp D TNT' pIT AN'. ,,:,:~,: ';j':/·;r::';

CO;;NGST~ARDFORDETERMININGHll~~
CO'C'TARE' AS '. .; " .,:,:,,',;:';:",..;;', 'i:.,':;~"',

~ ~. ' '. ,fr,'>~~:;:;,:,:+:U~~t%~~'

.; . ;·~'·':;;~';<>t~,:i'
,. • The 'Benc;Iunark Cost.Moctel Should beothe ,Basis.f<?rM~~UI.i!t~,~i~i~~

Costs ofProviding.Services for USF P1lrposes.. , :'/;:'~:,;,:,~,::~
, . .

- TheBCM is ·aReasonable Proxy'for the Economic. Costs Q.f~~::~··
. " '. . .. ' -",:~,.>..... l".

Serving a Particular-'Area .. . . .'.. .. ::::I.~; --
, - '.~~,,~"

\.
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i-'

- SUbsidy funding (per.su.bscriber) will 'be theSameforal~;,~~~\
Pr

·d . . ,,' ..:,.: ...;.' ...... ... '.. " ;;-.,OVl ers . . '. '. . OJ:, ... , .

. ..,.. . ". .' '. .:))i-':t.
-' The BCM is··a·.Proxy for tbe Costs that AnyEfficieIifProv:iHe~:'
. would Incuf-in Providing Servic.e to.aParticular':AIea· .;:,,~

.'. '. . . . :'..:::. ..•..:z~it><::-;,:;."f·
. 0 Subsidy Amount Not biased by an Incumbent's Einb@defUli.&

. .~..;' ',:' ';-0,

.0 Provides Incentive fot.Competiti.ve 'Entry into Hi~.QQ:st At

o ~~des Incentive for Effici~ncy . '. . .' .... ·r;""

o Provides Incentive for Innovation

......."!.'s''D'D"1\TT""p'~T" AN' !".' .• '.Eft.l..LY.,'·.I...Jrl.. . . .. . . ,. .'>:'.' .~.\:
• ", _ '. ;•.. J.. . . "_':" . _ .' ~.", ..•..:.. ~~,~:~.~~:.~':.!._:~~~~ ..:.~ >:_;,~._ ..::

.COSTING STANDARD· FOR DETERMINlN:G·:.
C
·'0', 'S'TARE',... r AS'"..':' .' .' '. '. . . ."j }~t·' .:.:.

':.d ". . .' :o'~ ... :

" • f. '.

Adv~tagesoftheBCM (contiI1ued)·;· ..
• . • '..' ,.. '.: .' • I ••: • • '. ..~ ••

. . .

• Competitively Neutral ..

,
".. ,\
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- More Precisely Identifies ,!ruly High Cost Areas ,',

- Avoids COrripetitive distortions Inherent in Using High~!i~~$f
ofAggregation (e.g. exchange or stp.dy area) for USF ~~~mlr;-'~~~Ek

o' • . .... ••••'.':' . . '. . .' , ' , ,', .:.:;::::.}:~.~::..~";.~;..;';:{'
Basmg_SubSIdies' on Averaged Costs will.not~~YId~:·~Ji~:·;.~~r')1~:i\~t~~~A

Entrants SUfficient InceiItivesto Serve Those~~~
Costs Exceed the Average (potentially leading.:to."cr~~';~;iJ~::
ki ' · n") " . "'/"~"~"
I mmlD5 .. ..' " . :·i.{-'h~::·':" 'i;~

SPRINT PLAN . . ' . ' .' .. ;:~~,;tj~~]ij~:
. .' '. . . . ." :. . ..... ;;:;:;iIi~';"::\~~f~~~F"";~j

COSTING STANDARD FOR DETERMINING HIGMJ:i"'::'··:'-'~

COS'TARE' AS ,};;:,::~':-:'::;:~)<::,:.
. .. d . ; , ..'.<.~1i~:~1~:~::r~.';

~: 'V::-~~-'''~'~ ..... ~" .:

~~;':.~(~:l~·, .

. " " , .,.>,tr;;~r;t
Advantages. of the BCM (continued) .;,{,~,?f~H'i~F.

. . . " ;::~~.:.~-~.~' :': ::

. . ; , .

• Disaggregation of Costs By Census 'Bl\1~
. ". . : -'..';':....'"

Group (C:eO)

.\
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BCM-Calcmated Cost For that CBG

" '. . .~~:~.~!~.~,,-~ .
Srp~NTPUN . ··;V.'", ',';;', . . .\~ ·····'ii. ..... . .!·,~)'t\·;·~~:;~,

. '. . '.' ;::;:r~J:t~'~l~~\'~~~i: .DETERMINATION OF THE AMOlJNTlt··:, ('~4~~"')1'"" . '. . . '. . :" :....:....'.:. ,~:r~t+I;?·~-~·.~~:~·~:,
,.OF S.UBSIDY .. :_.~l;~.,.:·.·t~~ .•;;.~~.

" ' , :~';~_~;r"-~,~~

• T?e Amo~t.of Subsidy:Provided for a CB'G Would: be the '·~~~\li~~~!~.·:
Difference Between .', .. ,...... f;{~ ••• "',

. ..' . .' :,,·.:..·:t:{,f;t~t?::'~:·2t~;t
- The National Benchmark Price for Basic Residential Servi~e (tY:",',~~£%~X~i?:it~~;

maximum rate determined to be "reasonable" and "affordable"),.,'~dt:~~'5\;;1~~>~~;~F
the .,' '\-. ~ ~:~~~~v:;:~:,.:,.~::

.....'.. ;

"i. .'

• The National Benchmark Price Should be Set at Least at the.•....•...... ··;,·:·:~i;~·~~~;::;.~,~;:.~
NationalAverage Rate for Basic Residential Sem~eiri Ur~~ft:;.~,: ~.

•• • • .'• .., '. . ·r.;j;.'.....:.~M:~.:) .~...;", ~'., ..

areas, Including·theExisting Subscnber Line Charg~~ '.. '. '.' ."
. . , . .'. .... ,,'., ." ... ' .' .-..~: "':-.", .' . '.

. . .: .' , , '. .. ", ....... . >·:::;~:':.·~fi.::~~

• .State USF Plans Could Use-the S.ame Methodologyto~_e E~J~"'~'

State Repricing Does Not Resolve'All State-Specific Su~sidt~~i~(~VIS.

·.'i:Ji~;fj
.=A.f&:";I;(I)/~:.:·{l!I;:.

-=,J'" up~~~'lj",. ", ." ";;\}:!Ji~

•

\
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1. .BCMCost
2.' FCC"Benchmark Price'
3•.. Feder~lS'Ubsidy (LI-L2)

. Federal SubsidY-iPer Access Line)

, . State S,ubsidy (Per Access-Line,. . . ,
, . ,

4. State ,Benchtnark Price"
5. State Subsidy (~2~LA) ,

., ."'. .

Assume:

.~ ~

SPRINT PLAN
DETERMINATION OF THE AMOUNX OF
SUBSIDY: EXAMPLE
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.....~: ·>·f::~·!;'··:~,'·'>~~1·r'
.'~'
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$29.98

$59,252

$14,666

$7,425
$4,259:

ff

f

~
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d

Summ~Model Results
National Total
($) (Billions) .

Annual
Benchmark Cost

Average.
Monthly Cost

. .

Aggregate Support
'at $20 .' .

at 30

at 40

SPRINT PLAN \?
.'~.~:~.. .

. ".

USF FUND SIZE AT·ALTERNATIVE.NATIONAL
BENCHMARK·PRICE LEVELS

\ '.
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. - Be Willing to. Serve the EntU:e Service Area
. . ~ . .

- Offer All of the Services ~t are Supported by theFJmd
. .

- Use TheirOWJ{Pacilities or a Combination of Owned Facilities and Resale of
Anothe.w,- Catrier"s Facilities

SPRINT PLAN. .
. .'. . . .. .:;~ii~l., "'J'

ELIGIBILITY CRITERIA FOR RECEIVIN(fI;~~"';~:;':;(;~~;1:

THE FUNDING· . . > ·;d:

.. . . '. .. ..' ....~.~~;:~pr~~:;.:~.';.

• USF Funding Will be Available to Both IricumbentLECs and·:NeY?\~~,;1{~fg~;'.;;::'"
Entrants· . . ..... <,~:;~~;;

• !o Qualify for USF Funding; an ETC (Eligible

Telecommunications Carrier) Must:

• An ETC Will Receive Support Only Where It Provides Servi~e::; "c,7?::.\,.; ..
• -:.::: ':,~", .'. "f, • . - ~. ',' \ .•;~'

Either OverIts Own Facilities or Over Resold Facilities for Wlii¢g.~l{fE?;.,:<
It Pays Cost-Based Rat~ . . .' .' d·· •. ··· ';"/,i.;;'C';::~",:"""",

. •.••. .' '.' . '~'.' ' .!' . . :,. :

• USF Support .Should be Portable (When· Subscribers Change Th~ir:·. '..
Local Service Provider, ~e\Subsidy Payment Should Then Go tp
. .. ~ . ~:

the New Service Provider) ,
\

•

23 \ .;.'.. ~ .
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.Sprint,Plan .

.Implementation .'

,'

". >\\

. • Implementation Steps
~ Each Incumbent LEe Would Quantify' its Net

..... . Change inUSF.Support (Le., USF Support
Underthe~ew Plan Less USFSupport it .
ReceivedUnd~t:the:Existing Plan) .

~. The Incremental USF Funding Would Flow,
Through, Dollar for'J)ollar, in Reductions·.in.
Embedded Supsidies;: e.g.;

• .CCLC .., .
. . '" .

• Transport RIC

. '.'

..


